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and Company PLLC

Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

To the City Council of the
City of Anna, Texas

We have audited the accompanying financial statements of the governmental activities, the
business-type activity, the discretely presented component units, each major fund, and the
aggregate remaining fund information of the City of Anna, Texas (the City), as of and for the
year ended September 30, 2012, which collectively comprise the City’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of
the City’s management. Our responsibility is to express opinions on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and Government Auditing Standards, issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activity, the
discretely presented component units, each major fund, and the aggregate remaining fund
information of the City of Anna as of September 30, 2012, and the changes in financial position
for the year then ended, in conformity with accounting principles generally accepted in the
United States of America.

In accordance with Government Auditing Standards, we have issued a report dated March 26,
2013 on our consideration of the City’s internal control over financial reporting and our tests of
compliance with certain provisions of laws, regulations, contracts and grants. The purpose of that
report is to describe the scope of testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control
over financial reporting or on compliance. The report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the
results of our audit.

LaFollett & Company PLLC
PO Box 717 - Tom Bean, TX - 75489
903-546-6975 * www.lafollettcpa.com



Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information on pages 3
through 8 and page 35 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. The retirement system funding information on pages 36 through 38 is also not
a required part of the basic financial statements but is supplementary information required by
accounting principles generally accepted in the United States of America. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence fo express an opinion or provide any assurance.

Fofollttond Gomperg L€

LaFollett & Company, PLLC
Tom Bean, Texas
March 26, 2013



CITY OF ANNA
MANAGEMENT’S DISCUSSION AND ANALYSIS

Our discussion and analysis of City of Anna’s (the City) financial performance provides an overview of the
City’s financial activities for the fiscal year ended September 30, 2012. Please read it in conjunction with the
City’s financial statements, which begin on page 9.

FINANCIAL HIGHLIGHTS

. The assets of the City exceeded its liabilities at the close of FY12 by $30,159,750. This is an increase of
$48.099 over FY11’s net assat value of $30,111,652. Unrestricted net assets at the close of FY12 are
$3,571,740 and may be vsed to meet the City’s ongoing obligations to citizens and creditors. This is a
decrease of $417.020 from FY11’s unrestricted net asset value of $3,988,760.

. Although the City’s total net assets increase of $48,099 is much lower than FY11’s §1,501,346 increase,
FY11's result included non-recurring, capital contributions totaling $1,874,902.

. The City’s governmental funds reported on page 12 have an ending fund balance of $2,733,904, which is
an increase of $112,094 in comparison with FY 11 ending fund balances of $2,621,810. $2,178,670 of the
fund balance is classified as “unassigned” and available for spending at the City’s discretion and in
compliance with the City’s financial policies.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The government-wide financial statements
include the Statement of Net Assets and the Statement of Activities (on pages 9-11). These provide information
about the activities of the City as a whole and present a long-term view of the City’s financial condition. They
reflect the flow of total economic resources in a manner similar to the financial reports of a business enterprise.

Fund financial statements (starting on page 12) report the City’s operations in more detail than the government-
wide statements by providing information about the City’s most significant funds. Governmental fund
staternents {ell how services were financed in short-term, as well as what resources remain for future spending.
They reflect the flow of current financial resources, and supply the basis for funding requests and the
appropriations from the State. Proprietary fund financial statements report activity for the City’s water, sewer,
and sanitation operations.

The notes to the financial statements (starting on page 19) provide narrative explanations or additional data
needed for full disclosures for the sovernment-wide statements and the fund financial statements.

Reporting the Citv as a Whole — Government-Wide Financial Statements

The Statement of Net Assets and the Statement of Activities

Government-wide financial statements, which provide an analysis of the City’s overall financial condition and
operation, begin on page 9. The primary objective of these statements is to show whether the City’s financial
condition has improved or deteriorated as a result of the year’s activities.

The staternent of Net Assets includes all the City’s assets and liabilities (including long-term items) while the
Statement of Activities includes all the revenue and expenses generated by the City’s operations during the
year. Government-wide staterents utilize the accrual basis of accounting, which is the same method used by
most privaie sector companies.



All of the current year’s revenue and expenses are taken into account regardless of when cash is received or
paid. The City’s revenue is divided into the following categories: 1) charges for services, 2} operating grants
and contributions, 3) capital grants and contributions, 4} general revenues not associated with any specific
program function. All of the City’s assets are reported whether they serve the cumrent or future years.
Liabilities are also reported regardless of whether they must be paid in the current or future years.

These two statements report the City’s net assets and changes in them. The City’s net assets (the difference
between assets and liabilities) provide one measure of the City’s financial health or financial position. Over
time, increases or decreases in the City’s net assets are one indicator of whether its financial health is improving
or deteriorating. To fully assess the overall health of the City, you should consider non-financial factors as
well, such as changes in the City’s request for services from citizens and the condition of the City’s facilities.

In the Statement of Net Assets and the Statement of Activities, the City has two kinds of activities:

Governmental Type Activities — City services such as police and fire protection, street maintenance, parks,
and city administration are reported here. City property taxes finance most of these activities.

Business-Type Activities - The City uses proprietary (business-type) funds to account for its water, sewer,
and sanitation operations. The services are supported by monthly charges to citizens.

Reporting the City’s Most Significant Funds

Fund Financial Statements

The fund financial statements begin on page 12 and provide detailed information about the most significant
funds. The City’s two kinds of funds-governmental and proprietary — use different accounting approaches.

Governmental Funds — The City reports most of its basic services in governmental funds. Governmental
funds use the modified accrnal basis of accounting (a method that measures the receipt and disbursement of
cash and other financial assets that can be readily converted to cash) and they report balances that are available
for future spending. Govermmental fund statements provide a detailed short-term view of the City's general
operations and the basic services it provides. We describe the accounting differences between governmental
activities (veported in the Statement of Net Assets and the Statement of Activities) and governmental funds in
reconciliation schedules found on pages 13 and 15.

Proprietary Funds — The City uses proprietary (business-type) funds to account for its water, sewer, and
sanitation operations. The full-accrual basis of accounting is used for all proprietary type funds.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Seventy-four percent (74%) of the City’s net assets are invested in capital assets; land, buildings, vehicles and
electronic equipment, less any outstanding debt used to acquire these assets. The City uses capital assets to
provide services to the citizens they serve; consequently, these assets are not available for future spending.



The following tables summarize the Statement of Net Assets and Changes in Net Assets for the year ended

September 30, 2012:
Governmental Activities Business-type Activities Total
FY12 FY1l FY12 FY11 FY12 FY11
Current and other assets § 3236812 $ 3,101.078 3 6.758.629 $ 5811315 5 9995451 § 8912393
Capitai assets 15.296.793 16.026.492 30.778.837 31.234.383 46,075.630 47,260,875
Total asseis 18.533.615 19.127.570 37.537.466 37.045.698 56.071.081 56.173.268
Long-term liabilities outstanding 4634424 4.544 345 19,194,300 16,577,132 23.828.724 24.521 477
Other liabilities 367.020 341.955 1.715.587 1.198.184 2.082.607 1.540.139
Total liabilities 5.001,444 5.286.300 20.909.887 20.775.316 25.911,331 26,061.616
Net assets:
Invested in capital assets. net of
related debt 10.749.210 11.048.398 11.584.537 11.657.252 22.333.747 22,705,650
Restricted 444340 156.274 3,809.923 3.260.968 4254263 3.417.242
Unrestricied 2.338.621 2.636,598 1,233,119 1.352.162 3.571.740 3.988.760
Total net assets $ 13.532.171 $ 13.841.270 $ 16.627.579 $ 16.270.382 $ 30.159.750 $ 30.111.632
Governmental Activities Business-type Activities Total
FY12 FYI11 FY12 FY11 FY12 FY11l
Revenues:
Program Revenues:
Charges for services $ 921,332 $ 471,048 § 4880931 § 4,320,000 § 5.802.283 $ 4,800,048
Operating grants and contributions 76,729 52.548 - - 76,729 32,548
Capita! grants and contributions 382,003 648,296 - 1,233.569 382,003 1.881.863
General Revenues:
Property taxes 2,392,504 2,418,445 - . 2.392.504 2,418,445
Other taxes and franchise fees 886,810 871,480 - - 886,810 871,480
Other 191,700 162,002 404.350 236,935 396.050 398.937
4.851,098 4,623,819 5.285.281 5,799.504 10,136,379 10,423,323
Expenses:
General government 965,092 899,628 - - 963,092 899,628
Parks 290,907 264,779 - - 290,507 264.779
Public safety 1,524,035 1,882,199 - - 1,924,035 1,882,199
Streets 888.763 853,980 - - 888,763 853,980
Debt service - interest 196,16% 208.551 - - 156,169 208.551
Development/Inspections 530.649 412775 - - 530,649 412,775
Water/Sewer/Sanitation - - 4,928,084 4,400,063 4,928,084 4,400,065
4,795,615 4,521,912 4.928,084 4.400.065 9,723,699 8.921.977
Excess (deficiency) of revenues
over expenditures before transfers 55,483 101,907 357.197 1,399,436 412.680 1,501,346
Transfers In (Out) (364.582) (39.138) - 59,138 (364.582} -
Increase in net assets (309.099) 42,769 357.197 1,458,577 48,098 1.501.346
Net assets - October | {beginning) 13.841,270 13,798,501 16.270.382 14.811.805 30,111,652 28.610.306
Net assets - September 30 (ending) $ 13,532,171 $ 13841270  § 16,627,579 $ 16270382 § 30,139,750 $ 30,111,652




FINANCIAL ANALYSIS OF THE GOVERNMENT-WIDE STATEMENTS

Net assets of the City’s governmental activities decreased from $13,841,270 to $13,532,171. Unrestricted net
assets — the part of net assets that can be used to finance day-to-day operations without constraints established
by debt covenants, enabling legislation, or other legal requirements is $2,338,621 for governmental activities.

FINANCIAL ANALYSIS OF THE CITY’S FUNDS

The City’s governmental funds (as presented in the balance sheet on page 12) reported a combined fund balance
of §2,733,904 compared to $2,621,810 in FY11. This represents an increase of $112,094. The City has capital

projects and debt service funds to properly account for governmental asset construction and repayment of
borrowed funds.

Revenues and other financing sources for the City’s general fund were $4,090,066, while total expenses and
other financing uses were $3,750,305. This resulted in an excess of revenues over expenditures of $339,761
from current operations (see page 14). Last year’s result was an excess of revenues over expenditures of
542,771, The largest increase in FY12 general fund revenues came from development fees, impact fees, and
building permits. The largest increase in FY12 general fund expenditures was also in the development
department because contractual costs increase along with increased development activity.

Revenues for the City’s Utility Fund were $4,920,699, while total expenses were 34,928,084, This resulted in a
loss before transfers of $7,385 (see page 17). This is a worse result than 2011°s income before contributions and

transfers of $165,880. The main reason for the loss was a $403,953 increase in operating expenses and
$124,066 increase in interest expense.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

The City’s investment in capital assets for all activities as of September 30, 2012 amounts to $46,075,630
compared to $47,260,878 (net of accumulated depreciation) at September 30, 2011. This investment in capital
assets includes land, buildings and improvements, street improvements, parks, water and sewer systems,
equipment and vehicles. The net decrease in the City’s investment in capital assets for the current fiscal year
was $1,185,248. Major capital asset purchases during 2012 related to the on-going improvements to the water
system, streets, drainage, and other improvements.

Long-term Debt

At year-end, the City had total notes, capital leases, bonds and contractual obligations outstanding of
$23,700,821. The City issued no new debt during 2012. The City made all required bond, capital lease, note,
and contractual obligation principal payments for 2012 which totaled $732,771.

At the end of FY'12, the City’s total long-term commitments for governmental activities were $4,634,424 and

total long-term commitments for the Utility Fund are $19,194,299. Total long-term commitments for the City
decreased by $711,045 from 2011 to 2012.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

According to the most recent population estimates published by the North Central Texas Council of
Governments, the City of Anna has grown by 600% since the year 2000. Since 2008, the growth of the national
and local economy has slowed significantly. Uncertainty surrounding employment, housing prices, and our
national economy has had a significant effect on our local economy here in Anna.



The most dramatic impact of this economic uncertainty can be observed in the recent multi-year decline in local
property values. This decline in property values has a direct and significant impact on our ability to fund the
programs and infrastructure that we have invested so heavily in over the past decade. Over 60% of our General
Fund revenue is derived from property taxes, and, with the exception of the most recent year, the taxable value
of existing properties has declined an average of over 3% per year since 2008. This equates to a loss of over
$42 million in taxable value based on a year to year comparison. Even with over $35 million in new buildings
and property added to the tax roll since 2008, the taxable value of the 2012 tax role is nearly 2% lower than the
2008 roll. In addition, the average value of a residential homestead in Anna has declined by 11% since 2008.

Based on the most recent 2012 property appraisals, it appears that existing properties have retained their value
since 2011, and we are guardedly optimistic that this could mark the beginning of a trend toward market
appreciation. In addition we have observed a significant increase in the number of single family home building
permits issued since the beginning of 2012. While this will most certainly add to the city’s tax base, it will also
increase the demand for municipal services that are funded primarily by property taxes.

In order to fund the FY 2013 budget, the city adopted a tax rate of $0.650332 per $100 valuation which is
identical to the tax rate adopted in FY 2012 and slightly greater than the effective tax rate of $0.646813.
Because of a modest increase in property values (primarily commercial), the effective tax rate is slightly less
than the FY 2013 tax rate of $0.650332 per $100 valuation. With the adopted tax rate of $0.650332, the owner
of the average residential homestead in Anna will pay $728.36 in property taxes this year which is $0.01 less
than the FY 2012 tax levy. When compared with other cities in our area, the City of Anna has one of the lowest
per-capita and average residential homestead property tax burdens.

In order to accommodate existing and projected growth, the city invested about $20 million over the last decade
to upgrade the water and sewer system. Up until three years ago, the city was able to pay about two-thirds of the
outstanding water and sewer debt with impact fees that are paid by a home builder when a new home is
constructed. As residential construction declined, the resulting revenue from impact fees fell dramatically. On
October 1, 2011, the base rate for residential water customers increased from $18 to $22 per month and the base
rate for residential sewer customers increased from $18 to $22 per month. On January 1, 2012, an additional
customer charge of $0.15 per 1000 galions of water used was adopted to pay for the water production fees now
being charged by the North Texas Groundwater Conservation District. While no additional rate increases

occurred in FY 2012, it is anticipated a rate increase will be necessary in late 2013 as part of the FY 2014
budget.

With the increase in growth the City experienced throughout 2012 and the expectation that growth will continue
into 2013 and beyond, the City issued new debt to finance water and sewer infrastructure improvements
necessary to accommodate our growing community. The City continues to actively review its existing water
and sewer rates. This evaluation is necessary to ensure that the City is able to mest its outstanding debt
obligations and prepare for future capital improvements that will be necessary to maintain utility service to our
community. In addition to reviewing our water and sewer rates, the city is actively managing its outstanding
debt. We have a series of planned debt refundings that will allow us to take advantage of low rates and develop
a more fevel and modest repayment structure.

Although the city has some challenges, there are many positive things happening in our community. The City
continues to see consistent increases i the amount of sales tax revenue collected each year, which is a
testament to the health of our local business climate. The sales tax revenue in FY 2012 was up 14% over the net
FY 2011 revenue which was up 6% over FY 2010, While we do not expect dramatic increases to continue, we
do not anticipate a decrease in sales tax revenue in FY 13.



CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a general
overview of the City’s finances and to show the City’s accountability for the money it receives. If you have
questions about this report or need additional financial information, contact City Hall, at 111 North Powell
Parkway, P.O. Box 776, Anna, Texas 75409-0776 or {(972) 924-3325.



“sjusWME)S [eIouemy sy Jo 1ed [eiSejur ue are sajou Fuiduedwoose oy,

6

IS IP0T § SCrtcel § Z00698°CS  § L8ESLELE CI9CEC 81

- - L60878°6 - L60°818'6

- - 897°TLET - 897 TLET

- 290°69¢ #91°991°C Iv6rEY €TTIEL ]

- - FOTELY 6T 9T ELF 6T -

- - L8F 168 61L°L0OS 89.°08

- 060908 0SE 1291 £16°29¢ LEF'SSTT

006°66 - - - -

L10°999°1 - SIH 1791 SIP 1ol -

- - £TE8P0'T £TE/V0T -

0599 - T PO LSS LLE 1+8°98

- - vTe - veE

- - - (080°¥81) 080°¥81

- - 3786 8T8°6Y -

STLOY CTL9P 0 189 6PISIP 18¢°99T

- - #8L°00S S8T1°0¥1 665°09€

A A S RL8F0E  § 0F80Tr'y  $ EP1°880°C L69°TEET

uoneiodio) uopeIodior) o], SONIAIDY SONIALDY
dopaasqg dofaaa(] adK-ssausng [EIUTHLIZADL)

AN, DIWOUODY TUAWILRACD AIBWILI]

s3ruq) Juetioduio))

Z10T ‘0¢ 1equiadag

§198SV 19N JO JUI AL
SEX9 I, ‘Buuy Jo A1)

51085E [¥10],

QIMONISEI U I91J0 PUE 5122115
siTraraAoLdu B
waurdmba pue ‘Lewyoru ‘SEUIP{Ing
SLUJSAS 1985 PUR JI3BM
:(3ou) siasse rendes aqqersssdagg
ssa180ad w uonoINLSUOD
SIU9LUSSES pUR pueT]
:sjasse fendes g[qeroaidap-uoN
ULI9)-3UO[ - SA[BAISINT
1SED PRISLSal IO
VLD £q piay sysedaq
‘810858 PRJOINSY
1502 ansst puoq predaig
syun 1ueuoduwos wWoly ang
saoue[eq [BUIR]

A107URAN]

19U - Sa[qRAIR09Y
SIUDLUJSSALL P2}0o0]
sJuB[BAINDS SED PUR [[SBD

§}0SSY



01

“SpueuILYR]S [eroueul} 5oty jo ed [eidejur ue s sajou Juikuedwoooe oy,

€0691) ¢ 8809 § 0SL°6S1°0€ 6LS°LTIOT § TLT°ZES el §
(506°91) L1§°18E OPL1LS'E 611°E€T1 179°8€€°T
- - ObE Py - OVE Py
- - 009°19L°1 009°19L%1 -
- - £CL8r0T £TEBV0T -
- 1L6°8LT LL EEE'TT LESHRSTT 01T'6¥L°01
L1L'850°T L9T'T6S 6T 60LST 808°L0OL 0T PrE 100G
000°€L6 T ££L8TS Z11°696°TT L66°STL 81 CIT6ETY
000°8L Y] T19°¢98 £0E'8op 60€°56€
- - F1Z'0€S PIZ'0ES -
8¢€T 98 - - -
- - LESEST €LEOT ¥91°9T1
6LV L - 625 T6L SE1°89L 16T
- $ - ¢ 8PTC0Y £8.°981 £ SoF'91Z 3
uoneiodion uoneiodiony 2107T, SOIAIIYY SONIAIDY
dojone(g dojoas(g adA31-ssaursng [BHISWLIBADD
ANUnUING,) 2IUIOUODY USLUTLIRAOD) AJRIULIJ

syt Juatodwo))y

Z10T ‘o€ pquioydog
§195SY 19N JO JUdI)R)S
sBX9 I, ‘euuy Jo A1)

$196SE Jalk [BIO |,

poraLIISANIN)

Joyio pue sioeford rende)
STUSIISAOKI WL 12M2S PUR JATBA
spsodap V1D

+10] PaIoILSey

199p pore[al JO 19U ‘sjesse [ejided Ul palsoAl]

§)ASSV J9N

SIN[IqEI] [0
1eaK 2U0 UBLR AI0W U an(
JBSA JUO UM 0]
'SOEITGRI| JUBLIND-UON

spsodep Jrojow 19110350
JustwimsAaod Arewad 01 angg

SONI[IGRT] Panid0yY
ajqeded 1sa19U]
a1qeAed sjunooay

sonIqery



il

"sjuSlaR)S [RIdURUL) 9581} fo J1ed jeIdaiul ur a1 s3j0U Surkueduioose o]

(COE®Y) S 8Sr0f0 § OSLGET0L §  G6LSLE991 §  ILT'TESET § Fupus - 519558 19N
(586°8) SLG G TS IT1°0€ 78E°0LT 91 0LT 1PEL FupmFaq - s1asse 19N
080°69 £15'EET 66087 LGILSE {660°60E) 51955€ Jou 1 aFUE)
#F9 19T GOO°LLT T8L0IS'E QS FoY TEF'90T'E SigJsuRn pue sonusast [E:0UsF (B0,
- - - €8S (785"¥9g) {1no) uy s1oysURL],
- - L59'8 81¢'c 6EEC $3955% JO DJES U0 UIRL)
- - 006°9¢1 - 006'921 (eI WURA0S 1]
- £61°T1 7esce - (A4 SNOAUB[JIOSLA]
¥TT 96E°¢ 68£°09 05¥ e 6£6°5T 1S2EUN JUDWISHA]
- - 0L6'COE - 0L6°E9€ S2XE] 9SHjoueI]
0T 19 0ZF'192 0r8'TeS - 0r8°TTS SaXP) S2[B§
- - FOC'TOET - POS THET soxe) Spadoig
LSennsARy Euu:umu
{($95°T61) 96+ crl) - - - - - - 090°9€E syun jusuodwos [210],
{r95°761) - - - - - - - POST61 *droy) uetndojoas(] ALUnuo
- (96" cr1) - - - - - - 96F°EP1 ‘107 Juewdo[aAa(] AIWIOUOIY
sy juaueduwio)y
- - (P89'TO1E) (£5T°LP) (1ess1v’) £00'78€ 6TL9L £8T°T0R'S G69°ETLG Jusunuaaod Aewnd piof
- - (€51°Ly) (£s1'2p) - - - 1£6'088°F $80°926'p saniAnak adA)-ssatsng (IO,
- - (esT'Lr} (esT°LH) - - - 126088V #80°8T6Y Funesado - 13mag puB JaBM
:sanianoe add)-ssoutsig]
- - {1ES'STH'D) - (1ee's1+°e) E00'Z9E 6TL°9L ZeE1Z6 SIFS6LY SINIATIOE [ETUSWILDA0T [RI0],
- - {691°961) - (691°961) - - - 601061 1gap 11-FUo] Uo 150N
" - £L¥98 - CLE 98 $80°49¢ - S6T'0L L0606T e
- - (z8L'v1Dd - (zaL'v11) - - - LI SOy
- - 96851 - 968°51 - - 156°L6 $50°Z8 1moy)
- - (ope'6Le) - (ove'6Le) g16'p1 - 52608 E61°ShY it
- - (LEOL31'D) - (rroeg1'n - 6TL 9L $9T'81 S00'Z8T' 2240 ]
- - (260°596) - (260°596} - - - 760596 JramitsA0d [e1auan)
- - (£9.°88%) - (£9.'938) - - - £9L388 s1oans pue s&emySip
- £ - § LSTEIT 3 - §  LSTEIT $ - $ - t  O06°CHL ¢ 6¥0°0CS suonoads pue wsurlojeaad
ISINIATIOR JUFUSLHILIDACD
JuoNILIgAGSE ALkl
diopy dioyy 1RI0, SONIANDY SANIANDY SUCHINGIILI0D SUONIGLIIUO.) 301125 sastadxyg smesTolJsuonoung
dojana(g dojanag adfj-sssussng  [RHISWILIIAOD prig SjURID puB SIHLRED 105 so81840)
Aoy  SNuoLeoy enden Funesadgy

snuy) wiouodwoe))

JUDUILIIACL) ATRUIL]

S1assY 19N Ul saBuer)
pue anuoasy] (asuadx) 19N

SaNIRAY] WweIdol]

ZI0Z *0¢€ 1aquaidag popuy 1ed X 9yl 10,]

SOIIALIDY JO HIRUINEIS

SEXa ], ‘euny jo A1)



City of Anna, Texas
Balance Sheet - Governmental Type Funds
September 30, 2012

. (Governmental Fund Types Total
Capital Debt Governmental

Assets (General Projects Service Funds
Current assets:

Cash and cash equivalents $ 2,176,079 5 102,909 5 53,709 5 2,332,697

Pooled investments 366,399 - - 366,599

Accounts receivable - net 256,347 - 9,934 266,281

Due from component units 324 - - 324

Due from other funds 202,080 - - 202,080
Total current assets 3,001,429 102,909 63,643 3,167,981
Liabilities
Current liabilities:

Accounts payable 164,020 52,445 - 216,465

Accrued liabilities 126,164 - - 126,164

Due to other funds - 17,999 - 17,999

Deferred tax and court revenue 64,995 - 8,454 73,449
Total current liabilities 355,179 70,444 8,454 434,077
Fund Balances
Restricted 356,686 32,465 55,189 444,340
Comnmitted - Revenue stabilization 110,854 - - 110,894
Unassigned 2,178,670 - - 2,178,670
Total fund balances 2,646,250 32,465 55,189 2,733,904
Total fiabilities and fund balances $ 3,001,429 $ 102,909 3 63,643 3 3,167,981

The accompanying notes are an integral part of these financial statements.
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City of Anna, Texas

Reconciliation of the Governmental Funds Balance Sheet
to the Statement of Net Assets
For the Year Ended September 30, 2012

Fund balances of governmental funds (page 12) $ 2,733,904

Amounts reported for governmental activities in the statement of net assets
(pages 9-10) are different because:

Capital assets used in governmenial activities are not financial resources and,
therefore, are not reported in the funds. 15,296,792

Accrued interest payable does not require the use of current financial
resources and, therefore, are not reported in the governmental funds. (24,391)

Prepaid debt issuance costs are not financial resources and, therefore, are not
reported in the funds. 86,841

Long-term liabilities, including bonds payable, are not due and payable in the
carrent period and, therefore, are not reported in the funds, (4,634,424)

Property taxes and court revenue not received at year-end are shown as
deferred income on the fund financial statements, but the amount should not
be shown as a liability on the statement of net assets. 73,449

Net assets of governmental activities (page 10} 3 13,532,171

The accompanying notes are an integral part of these financial statements.
13



Revenues
Taxes:
Property
Sales
Franchise
Building permits
Grants
Developer and impact fees
Intergovernmental
Court
Fire
Other development fees
Other revenue
Investment earnings
Police
Parks
Total revenues
Expenditures
Current:
Police
Administrative and general
Development and animal control
Fire
Streets
Parks
Ambulance
Court
Capital outlays
Debt service;
Principal retirement
Interest expense
Total expenditures

Excess of revenues over (under) expenditures

Other financing sources (uses)
Insurance proceeds
Transfers in
Transfers (out)

Total other financing sources(uses)

Net changes in fund balances
Fund balances - beginning
Fund balances - ending

The accompanying notes are an integral part of these financial statements.
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City of Anna, Texas
Statement of Revenues, Expenditures, and Changes in Fund Balances - Governmental Funds
For the Year Ended September 30, 2012

Govemmental Fund Types

Total
General Capital Projects Debt Service Governmental
3 2,058,963 b - b 337,205 5 2,396,168
522,840 - - 522,840
363,970 - - 363,970
493,692 - - 493,692
14,918 443,814 - 458,732
204,580 - - 204,580
126,900 - - 126,900
98,446 - - 98,446
50,935 - - 50,935
45,634 - - 45,634
26,844 - - 26,844
22,799 1,995 1,145 25,939
21,604 - - 21,604
10,295 - - 10,293
4,062,420 445,809 338,350 4,846,579
1,165,543 - - 1,165,543
848,949 48,484 5,582 903,015
529,080 - - 529,080
388,871 - - 388,871
163,518 - - 163,518
116,883 - - 116,883
114,782 - - 114,782
82,055 - - 82,055
273,255 109,113 - 382,368
45,632 - 282,282 327,914
21,737 - 182,815 204,552
3,750,305 157,597 470,679 4,378,581
312,115 288,212 (132,329) 467,998
8,678 - - 8,678
18,968 58,025 136,760 213,753
- (578,335) - (578,335)
27,646 (520,310) 136,760 {355,504)
339,761 (232,098) 4431 112,094
2,306,489 264,563 50,758 2,621,810
3 2,646,250 b 32,465 b 55,189 3 2,733,904




City of Anna, Texas
Reconciliation of the Statement of Revenues,
Expenditures, and Changes in Fund Balances of Governmental Funds
To the Statement of Activities
For the Year Ended September 30, 2012

Amounts reported for governmental activities in the statement of activities (page 11) are different
because:

Net change in fund balances - total governmental funds (page [4) $ 112,094

Governmental funds report capital outlays as expenditures. However, in the statement of
activities the cost of those assets is allocated over their estimated useful lives and
reported as depreciation expense. This is the amount by which depreciation exceeded
capital outlays in the current period. {728,701)

Non-cash capital contributions and other contributions not received within sixty days after year-end
are not reported as income in the governmental funds. -

The decrease in acerued interest 1s not a source of current financial resources and, therefore
is not reported in the governmental funds. 8,383

Principal payments on long-term debt are an expenditure for the governmental funds, but this
expenditure is removed for the government-wide financial statements. 327914

The increase in accrued compensated absences does not use current financial resources and, therefore
is not reported in the governmental funds. (17,991)

Various other reclassifications and eliminations are necessary to convert from the modified accrual
basis of accounting to accrual basis of accounting. These include recognizing the change in deferred
revenue and various other items. The net effect of these reclassifications is to increase net assets, (4,159)

Governmental funds report the costs of issuing new debt in the year for which it is incurred, but this
cost is amortized over the life of the debt for the government-wide financial statements. (5,639)

Change in net assets of governmental activities (page 11) $  309,009)

The accompanying notes are an integral part of these financial statements.
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City of Anna, Texas
Statement of Net Assets - Proprietary Fund (Utility Fund)

September 30, 2012
Assets Utility Fund
Current assets:

Cash and cash equivalents $ 2,088,143

Accounts receivable - net 415,149

Inventory 49,828

Restricted pooled investments 140,185

Restricted cash for capital improvements 1,621,415

Deferred charges - prepaid bond issue costs 371,587

Due from other funds 17,999
Total current assets 4,710,306
Noncurrent assets:

Restricted deposits held in trust with GTUA 2,048,323

Capital assets (non-depreciable):

Land and easements 362,913

Construction in progress 507,719
Capital assets (net of depreciation):

Plants, machinery, and equipment 29,908,205
Total capital assets 30,778,837
Total noncurrent assets 32,827,160

Total assets 5 37,537,466
Liabilities
Current liabilities:

Accounts payable $ 188,783

Other liabilities 26,372

Bond interest payable 768,138

Due to General Fund 202,080

Customer deposits 530,214

Current portion of long-term debt 468,303
Total current liabilities 2,183,890
Noncurrent liahilities:

Bonds and notes payable 18,725,997
Total liabilities __ 20,909,887
Net Assets
Investment in capital assets, net of related debt 11,584,537
Restricted - GTUA deposits 2,048 323
Restricted - water and sewer improvements 1,761,600
Unrestricted 1,233,119
Total net assets $ 16,627,579

The accompanying notes are an integral part of these financial statements.
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City of Anna, Texas

Statement of Revenues, Expenses, and Changes in
Net Assets - Proprietary Fund (Utility Fund)

For the Year Ended September 30, 2012

Operating revenues:
Water income
Sewer income
Sanitation income
Developer and impact fees
Connect, install, and tap fees
Water customer late fees
Groundwater production fees
Miscellaneous revenue

Total operating revenues

Operating expenses:
Personnel and benefits
Sanitation contract
Utilities
Supplies, repairs, and maintenance

N. Texas Municipal Water District contract

Other contractual services
Other operating expenses
Bad debt
Depreciation
Total operating expenses
Operating income

Non-operating revenues (expenses):
Interest expense
Bond amortization
(Gain on sale of assets
Interest income
Total non-operating revenues (expenses)
Income before contributions and transfers

Transfers in

Transfers out

Changes in net assets

Total net assets - beginning
Total net assets - ending

2012

$ 2,255,099

1,356,499
585,428
420,000
108,905
106,364

27,690
22,946

4,880,931

793,328
513,631
403,631
383,740
331,880
268,793
178,391
25,863
1,100,421

3,999,678

881,253

(906,241)

(22,165)
5,318
34.450

(888,638)

(7,385)

427,603
(63,021)

357,197
16,270,382

$ 16,627,579

The accompanying notes are an integral part of these financial statements.
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City of Anna, Texas
Statement of Cash Flows - Proprietary Fund (Utility Fund)
For the Year Ended September 30, 2012

Operating Activities: 2012
Receipts from customers and users 5 4,861,543
Payments to suppliers (2,156,887}
Payments 1o employees (589,835

Net cash provided (used) by operating activities 2,114,821

Capital and Related Financing Activities:

Cash paid for acquisition and construction of capital assets (224,420)
Interest paid on long-term debt {765,609)
Principal payments on capital debt {404,857)
Net cash provided (used) by capital and related financing activities {1,354,886)

Non-capital and Related Financing Activities
Net Transfers in (out) to/from other funds (62.971)
Net cash provided (used) by non-capital and related financing activities (62.971)

Investing Activities:

Interest received 34,450
Nei cash provided (used) by investing activities 34,450
Net increase (decrease) in cash and cash equivalents 691,414
Cash and cash equivalents, October 1 3,018,144
Cash and cash equivalents, September 30 3 3,709,558

Reconciliation of Operating Income to Net Cash Provided

(Used) by Operating Activities:
Operating income (foss) 3 881,254
Adjustments to reconcile operating income to net cash provided (used)
by operating activities:

Depreciation expense 1,100,421
Decrease {increase) in accounts receivable 9,742
Decrease (increase) in other assets 4,943
Increase (decrease) in accounts payable 126,672
Increase (decrease) in other liabilities (8,211}
Net cash provided by operating activities $ 2,114,821

Non-cash capital activities:
Contributions of capital assets from the capital projects fund 3 427,353

The accompanying notes are an integral part of these financial statements.
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CITY OF ANNA
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

NOTE A - SUMMARY OF ACCOUNTING POLICIES

The City of Anna, Texas (the "City") is a Home Rule Charter city that operates under a Council-Manager
form of government. The City provides the following services: public safety, ambulance, streets, sanitation,
planning and zoning, and general administrative services. Other services include water, sewer, and
sanitation operations.

The financial statements of the City of Anna are prepared in accordance with Generally Accepted
Accounting Principles (GAAP). The City’s reporting entity applies all relevant Governmental Accounting
Standards Board (GASB) pronouncements. Proprietary funds and similar component units apply Financial
Accounting Standards Board {(FASB) pronouncements. The following is a summary of the more significant
policies:

1. The Reporting Entity

The accompanying financial statements present all funds relevant to the operations of the City and its
component units, entities for which the City is considered to be financially accountable. The component
units presented are those of separately administered organizations that are controlled by or dependent on the
City. Control or dependence is determined on the basis of budget adoption, taxing authority, funding, and
appointment of the respective governing board.

Based on the criterion stated above, the Anna Community Development Corporation (“CDC’) and the Anna
Economic Development Corporation (“EDC”) are component units of the City. The CDC and EDC are
nonprofit organizations established to act on behalf of the City of Anna under the Development Corporation
Act of 1979, section 4B and 4A, respectively. Each component unit is discretely presented in a separate
column in the government wide financial statements to emphasis that it is legally separate from the City.

2. Government-Wide and Fund Financial Statements

The government-wide financial statements (1.e. the statement of net assets and the statement of changes in
net assets) report information on all the non-fiduciary activities of the primary government and its
component units. Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant extent on fees and
charges for support. Likewise, the primary government is reported separately from certain legally separate
component units for which the City is financially accountable.

The statement of activities demonstrates the degree to which direct expenses of a given function or segment
is offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function
or segment. Program revenues include: 1) charges to customers or applicants who purchase, use, or directly
benefit from goods, services, or privileges provided by a given function or segment, and 2) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular function or
segment. Taxes or other items not properly included among program revenues are reported instead as
general revenues.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Separate financial statements are provided for governmental funds and proprietary funds. Major individual
governmental funds are required to be reported in separate columns in the fund financial statements.

3. Measurement Focus. Basis of Accounting. and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting, as are the proprietary fund financial statements. Revenues are
recognized when earned and expenses are recognized when a liability is incurred, regardless of the timing of
related cash flows. Property taxes are recognized as revenues in the year for which they are levied. Grants
and similar items are recognized as revenue when all of the eligibility requirements imposed by the provider
have been met.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized when they become both
measurable and available as net current assets. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period. For this
purpose, the City considers revenues to be available if they are collected within 60 days of the end of the
current fiscal year. Gross receipts and sales taxes are considered measurable when in the hands of
intermediary collecting government and are recognized as revenue at that time. Expenditures are generally
recognized under the modified accrual basis of accounting when the related fund liability is incurred.
Exceptions to this general rule include; (1) accumulated unpaid vacation, sick pay, and other employee
amounts which are not accrued; and (2) principal and interest on general long-term debt which are
recognized when due.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. All revenues not meeting this definition
are reported as non-operating revenues and expenses. All proprietary funds are accounted for using the
accrual basis of accounting. Their revenues are recognized when they are earned, and their expenses are
recognized when they are incurred. Unbilled utility services receivables related to water, wastewater, and
sanitation services are recorded at year-end.

When both restricted and unrestricted resources are available for use, it 1s the City’s policy to use restricted
funds first, then unrestricted resources as they are needed.

4. Fupd Accounting

The accounts of the City are organized on the basis of funds, each of which is considered to be a separate
accounting entity. The operations of each fund are accounted for by providing a separate set of
self-balancing accounts, which are comprised of each fund's assets, liabilities, fund equity, revenues and
expenditures or expenses, as appropriate. Government resources are allocated to and for individual funds
based on the purposes for which they are to be spent and the means by which spending activities are
conirolled. The City, for financial purposes, includes all of the funds relevant to the operations of the City of
Anna. Funds designated as “major” funds for the City each year are considered particularly important due to
the level of activity in these funds. The General Fund is always considered a major fund for the City. For
2012, the Utility Fund is also a major fund. The various funds are grouped, in the financial statements in this
report, into two fund categories as follows:
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

GOVERNMENTAL FUND TYPES

General Fund

The General Fund is the general operating fund of the City. Itis used to account for all financial resources
except those required to be accounted for in another fund.

Debt Service Fund
Accounts for the resources accumulated and payments made for principal and interest on long-term general
obligation debt of governmental funds.

Capital Projects Fund
Accounts for the acquisition and construction of governmental-type assets from expenditures of debt
proceeds, capital grants, or other sources restricted for governmental type asset acquisition.

PROPRIETARY FUND TYPES

Utility Fund

Accounts for operations (a) that are financed and operated in a manner similar to private business
enterprises-where the intent of the governing body is that the costs (expenses, including depreciation) of
providing goods or services to the general public on a continuing basis be financed or recovered primarily
through user charges or (b) where the governing body has decided that periodic determination of revenues
earned, expenses incurred, and/or net income is appropriate for capital maintenance, public policy,
management control, accountability, or other purposes. The Utility Fund accounts for the water, sewer, and
sanitation services provided by the City.

5. (Cash and Cash Equivalents

For purposes of the statement of cash flows, the City considers all highly liquid investinents available for
current use with an initial maturity of three months or less to be cash equivalents. Other deposits with longer
maturities are classified as investments.

6. Capital Assets :

Property, plant and equipment used in governmental fund type operations are shown on the statement of net
assets, rather than governmental funds. These general fixed assets include land, buildings, park facilities,
equipment, bridges, streets, and sidewalks.

All property, plant and equipment are valued at historical cost or estimated historical cost if actual historical
cost is not available. Donated property, plant and equipment are valued at their estimated fair value on the
date donated. Depreciation is provided in the enterprise funds in amounts sufficient to relate the cost of the
depreciable assets to operations over their estimated service lives on the straight-line basis.



NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

The service lives by type of asset are follows:

Depreciable
Asset Category Life in Years
Buildings 20
Water & Sewer System infrastructure 35
Equipment 3-20
Streets 20

7. Long Term Liabilities

Long-term liabilities expected to be financed from governmental fund types are shown on the statement of
net assets, rather than governmental funds. Principal payments for this debt are expensed on the fund
financial statement, but this expense is removed for the government-wide statement of activities.

8. Due To and From Funds
Outstanding balances between funds at the end of the fiscal year are referred to as either “due to/from other

funds”. Any residual balances between the governmental activities and business-type activities are reported
in the government-wide financial statements as “internal balances”.

9. Compensated Absences
It is the City’s policy to permit employees to accumulate earned but unused vacation and sick pay benefits.
There is no liability for unpaid accumulated sick leave since the City will not pay any unused amounts when

employees separate from service with the City. Vacation pay is accrued in the government-wide and
proprietary financial statements.

10. Fund Balances

The City has adopted Governmental Accounting Standards Board (GASB) Statement No. 54, Fund Balance
Reporting and Governmental Fund Type Definitions (GASB 54). This Statement defines the different types
of fund balances that a govermmental entity must use for financial reporting purposes in the fund financial

statements for governmental type funds. It does not apply for the government-wide financial statements or
proprietary type funds.

(GASB 54 requires the fund balance amounts to be properly reported within one of the following fund
balance categories:

Nonspendable - such as fund balance associated with inventories, prepaids, long-term loans and notes
receivable, and property held for resale (unless the proceeds are restricted, commitied, or assigned).

Restricted - fund balance category includes amounts that can be spent only for the specific purposes
stipulated by constitution, external resource providers, or through enabling legislation,

Committed - fund balance classification includes amounts that can be used only for the specific purposes
determined by a formal action of the Board of Directors (the district’s highest level of decision-making
authority),
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Assigned - fund balance classification are intended to be used by the government for specific purposes but
do not meet the criteria to be classified as restricted or committed, and

Unassigned - fund balance is the residual classification for the government’s general fund and includes all
spendable amounts not contained in the other classifications, and other funds that have total negative fund
balances.

11. Budget and Budgetary Accounting
The official city budget is prepared for adoption for the Governmental Fund Type and the Proprietary Fund
Type during the month of September.

12. Revenue Recognition — Property taxes

Property taxes attach as an enforceable lien on property as of January 1. Taxes are levied on October 1 and
are due and payable at that time. All unpaid taxes levied October 1 become delinquent February 1 of the
following year. Property tax revenues are recognized when they become available. Available includes those
property tax receivables expected to be collected within sixty days after year-end.

NOTE B - CASH, CASH EQUIVALENTS, AND INVESTMENTS

As of September 30, 2012, the City maintains banking accounts at Texas Star Bank, Independent Bank, and
the state-operated Texpool system. The City’s investments are limited to demand deposits and certificates of
deposits in financial institutions that are members of the FDIC.

At September 30, 2012, City’s deposits held in its depository banks totaled $6,547,739 with $750,000

insured by the Federal Deposit Insurance Corporation. Securities have been pledged by the depository banks
to collateralize 100% of all remaining deposits.

Summary of deposits with financial institutions:

Primary government cash and cash equivalents $ 4,420,840
Primary government poocled investments 506,784
Restricted cash 1,621,415
Less: petty cash (1,300)
Deposits with financial institutions 6,547,739
Add: petty cash 1,300
Total primary government cash and other deposits $ 6,549,039

The Texas State Comptroller of Public Accounts exercises oversight responsibility over TexPool (pooled
investments). Oversight includes the ability to significantly influence operations, designations of
management and accountability for fiscal matters. Additionally, the State Comptroller has established an
advisory board composed of both participants in TexPool and other persons who do not have a business
relationship with TexPool. The Advisory Board members review the investment policy and management fee
structure. Standard and Poor’s rates TexPool at AAA.



NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

To maintain the rating, weekly portfolio information must be submitted to Standard and Poor’s and the
office of the Comptroller of Public Accounts for review, TexPool operates in a manner consistent with the
SEC’s Rule 2a7 of the Investment Company Act of 1940. TexPool uses amortized cost rather than the
market value to report net assets to compute share prices. Accordingly, the fair value of the position in
TexPool is the same as the value of TexPool shares.

The City’s pooled investments at September 30, 2012, are comprised of governmental investment pools
in the Texas Local Government Investment Pool (TexPool) as follows:

Carrying Amount
& Fair Value

Public fund investment pools:
TexPool General Account $ 204,359
TexPool Building Fund 38,827
TexPool I & S Account 123,413
TexPool Sewer Capital Improvement Fund 140,185
Total public funds investment pools: $ 306,784

Custodial credit risk

Custodial credit risk is the risk that in the event of a bank failure, the City’s deposits may not be returned to
it. The City’s investment policy requires collateralization of certificates of deposit or demand deposits, to be
held by an independent safekeeping agent. The safekeeping bank may not be within the same holding
company as the banks from with the securities are pledged. City deposits over and above amounts insured by

the Federal Deposit Insurance Corporation (FDIC) are collateralized by securities held by the City’s
safekeeping agent.

Interest rate risk

Through its investiment policy, the City manages its exposure to fair value losses arising from increasing
interest rates by limiting the duration of investments within its investment portfolio to a maturity period no
oreater than three years for the Debt Service Fund, no greater than the final expenditure date for bond
proceeds held in a Capital Projects Funds, and no greater than 270 days for all other funds.

Credit risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations.
According to the City’s investment policy, to mitigate credit risk, funds shall be invested in the following
types of investments: 1) state or local investment pools 2) direct obligations of the U.S. government 3)
bonds with maturities less than two years and gnaranteed by the U.S. government 4) certificates of deposits
with maturities less than two years 5) repurchase agreements collateralized with U.S. treasury securities with
terms less than 90 days 6) SEC registered, AM-rated money market mutual funds with a dollar-weighted
average portfolio maturity of 90 days or less, and 7) fixed rate or discount notes with a maturity of two years
or less pledged or otherwise guaranteed by any of the following federal agencies: Federal National Mortgage
Association, Federal Home Loan Bank, Federal Farm Credit Bank, Student Loan Marketing Association,
and the Federal Home Loan Mortgage Corporation.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Concentration of credit risk
Concentration of credit risk is the risk of loss attributed to the magnitude of investment in a single issuer.
The City investment policy reguires investment funds to be fully collateralized.

NOTE C - PROPERTY TAX REVENUE

Property and personal taxes are billed and collected by the Collin County Tax Assessor/Collector. The total
property tax levy for the 2011/2012 tax year is $2,346,442. At September 30, 2012, $2,314,801 of the tax
has been collected, which is 98.65%.

Ad valorem taxes are levied from valuations assessed as of January 1 and recognized as revenue on the date
of the levy on October 1. Property tax receivables are recognized when the City has an enforceable claim
against the property owner. In the governmental funds, property tax revenue is recognized in the fiscal
period for which the taxes are levied, provided that they become available.

Available means collected within the current period, or expected to be collected soon enough thereafter, to
be used to pay current liabilities. The City’s availability period is sixty days. Taxes collected prior to the
levy date to which they apply are recorded as deferred revenues and recognized as revenue of the period to
which they apply.

Current taxes are levied by October 1 and become delinquent if unpaid on February 1. Taxes unpaid as of
February 1 are subject to penalty and interest as the City Council provides by ordinance. The penalty is 6%
for the first month, and increased 1% per month up to a 12% maximum. Under state law, property taxes
levied on real property constitutes a lien on the real property which cannot be forgiven without specific
approval of the state legislature.

NOTE D - RECEIVABLES

Receivables at September 30, 2012, consisted of the following:

Primary Government Component Units

Economic Community

Debt Service  Proprietary Development Development

General Fund Fund Fund Corporation Corporation
Property tax $ 61,089 $ 9,934 § - 3 - 3 -
Sales tax 93,450 - - 46,725 46,725
Franchise tax and other 81,338 - - - -
Court fines 360,826 - - - -
Loans (long-termy) - - - - 99,900
Utility bills - - 471,875 - -
Gross receivables 596,703 9,934 471,875 46,725 146,625

Less: Allowance for

uncollectibles (340,355) - {56,726) - -
Net receivables ) 256,348 % 9,934 § 415,149 hY 46,725 % 146,625
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

NOTE E ~ CAPITAL ASSETS

GOVERNMENTAL FUND TYPE ACTIVITIES

Governmental fund type capital asset activity for the year ended September 30, 2012 was as follows:

Retirements,
Beginning Transfers, and
Balance Additions Reclagsifications Ending Balance

Nondepreciable assets:

Land 3 1,258,437 - 5 - 5 1,258,437

Construction in progress 45,959 86,768 (45,959) 86,768
Depreciable assets:

Park improvements 2,850,375 20,000 45,959 2,916,332

Buildings 993,551 15,138 - 1,008,689

Furniture and fixtures 103,101 62,886 - 165,987

Streets and drainage 14,352,162 128,019 - 14,520,181

Machinery and equipment 2,026,382 69,557 {37,284) 2,058,655
Totals at historical cost 21,669,965 382,368 (37,284) 22,015,049
Less: Accumnlated depreciation (5,643 ,471) (1,112,069 37,284 (6,718,256)
Governmental fund type capital
assets, net $ 16,026,494 § (729,701) $ - § 15,296,793

PROPRIETARY FUND TYPE ACTIVITIES

Proprietary fund type capital asset activity for the year ended September 30, 2012 was as follows:

Nondepreciable assets:

Land and easements 5

Construction in progress
Depreciable assets:

Furniture

Buildings and improvements

Equipment

Water treatment system

GTUA water improvements

GTUA sewer improvements

Water and sewer system

Totals at historical cost
Less: Accumulated depreciation

Proprietary fund type activities

capital assets, net $

Retirements,
Beginning Transfers, and

Balance Additions Reclassifications Ending Balance
350,793 % 12,120 § - % 362,913
92,285 415,434 - 507,719
5,620 - - 5,620
480,244 - - 486,244
592,321 182,391 - 774,712
6,856,136 - (861,471) 5,994,665

- 16,851,929 16,851,929

- 939,796 939,796
28,783,857 42,029 (16,937,353) 11,888,533
37,167,256 651,974 (7,099) 37,812,131
(5,932,873) (1,100,421) - (7,033,294)
31,234,384 (448,447) § (7,099) § 30,778,837
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Component units capital asset activities for the year ended September 30, 2012 was as follows:

Beginning
Balance Additions Retirements Ending Balance
EDC component unit:
Nondepreciable assets:

Land $ 459,176 $ 46,914 § - § 506,090
Depreciable assets:

Building - 366,589 - 366,589
Totals at historical cost 459,176 413,503 - 872,679
Less: Accumulated depreciation - (1,527) - (1,527)
EDC capital assets, net b 459,176 $ 411,976 § - % 871,152

Depreciation for general fixed assets is included as an expense for governmental activities on the statement
of activities. Depreciation for proprietary type funds are included in both the fund financial statements and
on the statement of activities.

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmenial activities:

Streets $ 719,608
Parks 174,024
Police 107,462
General government 58,477
Fire 50,929
Inspections 1,569
Total depreciation expense - governmental activities $ 1,112,069

Business-type activities:
Water and sewer $ 1,100,421
Total depreciation expense - business-type activities $ 1,100,421

NOTE F - LONG-TERM DEBT

The City has outstanding general obligation bonds, revenue bonds, notes payable, capital leases, and
certificates of obligation for the acquisition of capital assets and the construction of major capital facilities.
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The following is a schedule of future debt service requirements to maturity:

Total Governmental Activities Business-Type Activities
Fiscal Year

Ended Principal Interest Principal Interest Principal Interest
2013 $ 735,710 § 1,031,446 $ 280,431 § 184,767 § 446,279 § 846,679
2014 816,112 1,021,635 270,115 173,866 545,996 847,769
2015 1,233,000 998,604 273,000 162,642 960,000 835,962
2016 1,282,750 965,310 289,000 151,382 993,750 813,928
2017 1,276,500 943,062 249,000 185,125 1,027,500 757,937
2018-2022 6,537,250 5,550,043 1,346,000 1,181,350 5,191,250 4,368,693
2023-2027 7,360,750 3,032,491 1,682,000 518,278 5,678,750 2,514,213
2028-2032 2,700,000 937,900 130,000 22,501 2,570,000 915,399
2033-2037 1,168,750 358,104 - - 1,168,750 358,104
2038-2042 390,000 70,106 - 590,000 70,106

$ 23,700,820 % 14,908,701 $ 4,528,545 $ 2579911 §$ 19,172,275 § 12,328,790

The following is a sumnmary of the terms of the City’s long-term debt at September 30, 2012:

Governmental Activities:

Balance
Original Year of Final September 30, Due Within
Purpose Amount Issue Matunity  Interest Rate 2012 One Year

2005 Combination Tax and Limited

Surplus Revenue Certificates of $ 2.480,000 2005 2/15/2026 3.5%-525% $ 1,975,000 §$§ 110,000

Obligation

2007 Certificate of Obligation 1,420,000 2007  2/15/2027 3.95% 1o 15% 1,055,000 85,000

2007 Revenue Bond 370,000 2007  2/15/2027 395%t015% 270,000 20,000

Capital lease for Groundmaster 70,758 2010 2013 5.38% 19,905 19,905

2011 Tax Revenue Certificates of 360,000 2011 2152026  334% 360,000 8,000

Obligation

2009 Tax and Revenue Certificate of 4.28% (o 15%

Obligation 000,000 2009  2/1572026 on 02/15/2018) £25,000 35,000

Fire rescue truck note 55,000 2009 2/3/2014 5.00% 23,641 11,526

Compensated absences 105,878 105,878
Total Governmental Activities b 4634424 § 395,309
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Business-Type Activities:

Balance
Original Year of Final September 30, Due Within
Purpose Amount Issue Maturity Interest Rate 2012 One Year
1976 Junior Lien Waterworks and
Sewer System Revenue Bonds $ 95,000 1876 9/30/2014 5% 3 10,600 3 5,000
1976 General Obligation Water Bonds 100,000 1976  9/30/2016 5% 20,000 5,000
2005 GTUA contract 2,885,000 2005 5/1/2028 4.42% 2,180,000 -
Series 2006 GTUA contract revenue
bonds (12&15) 2,125,000 2006 6/1/2026  2.95%-3.75% 1,640,000 90,060
Series 2007 GTUA contract revenue
bonds 760,000 2007 5142027 3.07%-5.57% 650,000 30,000
2007 GTUA contract 1,105,000 2007 52027 3.07%-5.37% 960,000 45,000
2007 GTUA contract 2,325,000 2007 6/1/2028 2.95%-4.1% 1,995,000 90,000
2007 GTUA contract 3,365,000 2007 5/1/2032  3.07%-5.62% 3,260,000 50,600
2008 GTUA contract 540,000 2008 9/30/2027  2.29%-5.74% 460,000 20,000
CGMA Pipeline Project Phase 1 700,000 2008 10/1/2028  2.29%-5.74% 560,000 22,500
CGMA Pipeline Project Phase II 2,168,750 2008  9/30/2040  5.68%-5.83 2,168,750 -
CGMA Pipeline Project Phase 111 1,250,000 2008 10/1/2036  2.67%-5.62% 1,150,000 45,000
2009 combination tax and revenue 4.28% (to 15%
refunding bond 4,165,000 2009 2/15/2026 on 02/15/2018) 4,090,000 25,000
Backhoe note 87,344 2009 21212014 3% 28,525 18,779
Compensated absences 22,024 22,024
Total Business-Type Activities 19,194,299 468,303
Total general debt (Governmental Type and Business-Type Activities) § 23,828,723 § 863,612
Community Development Corporation (CDC)
Balance
Qriginal Year of Final September 30, Due Within
Purpose Amount Issue Maturity Interest Rate 2012 One Year
Sales Tax Revenue Refunding Bonds
Series 2012A § 39,000 2012  2/15/2018 § 396,000 § 63,000
Sales Tax Revenue Bonds- Series
2012B § 1,655,000 2012 2032 1,655,000 15,000
Total debt : Community Development Corporation $ 2,051,000 § 78000
Economic Development Corportation (EDC)
Balance
Original Year of Final September 30, Due Within
Purpose Amount Issue Maturity Interest Rate 2012 One Year
Note payable $ 335000 2012 11/14/2021 4.465% $ 312427 § 28217
Note payable $ 410,400 2008 2018 5% 279,754 35,231
Total debt ;: Economic Development Corporation b 592,181 § 63,448
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Long-term debt activity for the year ended September 30, 2012 is as follows:

Beginning Due Within
Balance Additions Reductions  Ending Balance  One Year
Governmental activities: ’
2005 Combination Tax and Limited Surplus
Revenue Certificates of Obligation $ 2,080,000 % - % (1050000 $ 1,973,000 $ 110,000
2007 Certificate of Obligation 1,135,000 - (80,000 1,055,000 85,000
2007 Revenue Bond 290,000 - (20,000) 270,000 20,000
2011 Tax Revenue Certificates of Obligation 360,000 - - 360,000 2,000
Capital iease for fire truck 21,651 - (21,651) - -
Capital Jease for Groundmaster 37,404 - (17,500 19,504 19,904
Fire truck note 24 495 - (24,403) . -
2009 Tax and Revenue Certificate of Obligation 860,000 i (35.000) 825,000 35.000
Fire rescue truck note 34,616 - (10,974) 23,642 11,527
Police car #8 note 13,294 - {13,294} - -
Other liabilities 87,885 17,993 - 103,878 105,878
Total Governmental activity long term liabilities $ 49443435 § 17993 %  (327,914) § 4634424 § 395309
Beginning Due Within
Balance Additions Reductions Ending Balance  One Year
Business activities:
1976 Junior Lien Waterworks and Sewer System
Revenue Bonds 5 15,000 $ - % (3,000) % 10,000 % 5,000
1976 General Obligation Water Boads 24,500 - (4,500} 20,000 5,000
2005 GTUA contract 2,180,000 - - 2,180,000 -
Series 2006 GTUA contract revenue bonds
(12&15) 1,730,000 (90,000) 1,640,000 90,000
Series 2007 GTUA contract revenue bonds 680,000 - (30,000 650,000 30,000
2007 GTUA contract 1,000,000 - (40,000) 960,000 45,000
2007 GTUA contract 2,080,000 - (85,000) 1,995,000 90,000
2007 GTUA contract 3,285,000 - (25,000) 3,260,000 50,000
2008 GTUA contract 480,000 - (20,000) 460,000 20,000
CGMA Pipeline Project Phase I . 581,250 - (21,250 560,000 22,500
CGMA Pipeline Project Phase I 2,168,730 - - 2,168,750 -
CGMA Pipeline Project Phase 1T 1,191,250 - (41,230) 1,150,000 45,000
2009 combination tax and revenue refunding
bond 4,115,000 - (25,000) 4,090,000 25,000
Backhoe note 46,382 - (17,857 28,525 18,779
Other Habilities 18,291 3,733 - 22,024 32,024
Totals § 19595423 § 3,733 F  (404,857) § 19,194200 § 468303
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Component Units Debt

Community Development Corporation (CDC) Beginning Due Within
Balance Additions Reductions  Ending Balance  One Year

FY08 Bank note payable - Fed fixed rate plus
3% a.p.r. - Matures 2018 - Original amount was

$629,000 ¥ 438,214 § - § (438,214) § - 3
Sales Tax Revenue Refunding Bonds- Series
2012A - 396,000 - 396,000 63,000
Sales Tax Revenue Bonds- Series 2012B - 1,655,000 - 1,655,000 15,000
CDC Totals: 3 438214 § 2,051,000 § (438,214) § 2,051,000 $ 78,000
Economic Development Corportation (EDC) Beginning Due Within
Balance Additions Reductions  Ending Balance  One Year

FY08 Bank note payable - 5% a.p.r. - Matures

2019 - Original amount was $380,300 $ 313230 § - % (33,476) $ 279754 $ 357231

FY12 Bank note payable - 4.465% a.p.r. -

Matures 11/14/2021 - Original issue - $335,000 - 335,000 (22,573) 312,427 28,217
EDC Totails: $ 313,230 § 335,000 § (56,049 § 592,181 § 63,448

CONTRACTUAL OBLIGATIONS WITH GREATER TEXOMA UTILITY AUTHORITY

Under the terms of long term water supply and sewer service contracts between the City and Greater
Texoma Utility Authority (GTUA), the city recognizes that GTUA has an undivided ownership interest in
the City’s water system and sewer collection and treatment facility equivalent to the percentage of the total
cost of the facility provided by GTUA through the issuance of GTUA bonds.

The City has a contractual obligation to make payments specified by the contract to GTUA to pay the
principal and interest on the bonds, maintain a Reserve Fund for the security and payment of bonds similarly
secured, pay the administrative and overhead expenses of GTUA directly atiributable to the bonds, and pay
any extraordinary expenses incurred by GTUA in connection with the bonds. Under terms of the contracts
the City’s obligation to make payments to GTUA, as well as GTUA’s ownership interest in the facilities
terminates, when all of GTUA’s bonds issued in connection with construction of the facilities have been
paid in full, are retired, and are no longer outstanding.

Collin Gravson Municipal Alliance Transmission Water Pipeline

In 2004, the City, along with the City of Van Alstyne, Howe, and Melissa, formed a group called the Collin
Grayson Municipal Alliance (“CGMA™). CGMA entered into a long-term contractual obligation with GTUA.
for the purpose of providing funds for the construction of a transmission water pipeline that will provide
water to CGMA cities. The cost of the pipeline is being funded in four phases.

Each CMGA city was required to make payments to GTUA in an amount equivalent to 25% of the total
obligation to cover their portion of the cost of the obligation until the pipeline project was completed. As
water continues to flow to each CGMA city, the City shall be charged it’s percentage or fraction share of
debt service on the obligation based upon: the amount of water to be paid by the City under its water
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contract (i.e. the greater of its minimum take-or-pay amount or the actual amount of water taken) divided by
the total amount of water to be paid by all CGMA cities. The sum of the four (4) fractional amounts shall
always equal 100% of the debt service on the contractual obligation with GTUA. The billing rates for each
City will be calculated to provide funds necessary to cover the contractual obligation, interest, repairs,
maintenance, and production costs.

At the end of the contractual obligation with GTUA, the City will own an undivided interest in the
transmission water pipeline based on the percentage of water it utilized and paid for during the contract
term. The contract will expire and the transfer of ownership will occur during the fiscal year ended
September 30, 2040, as long as no new debt is issued.

CDC Series 2012A Sales Tax Revenue Refunding Bonds

On August 23, 2012, Series 2012A Sales Tax Revenue Refunding Bonds were obtained by the CDC in the
amount of $396,000. $377,983 of the proceeds from the sale of the bonds were used to refund the CDC’s
outstanding Texas Leverage Fund Loan in order to restructure such indebtedness. The issuance’s net present
value has the CDC incurring $3,382 of additional costs after paying all issuance and other costs on the
Bonds. The refunded loan and interest due thereon, are to be paid from funds deposited with the Escrow
Agent. The entire refunded loan principal was redeemed on August 23, 2012. Debt service for the sales tax
revenue bonds will be funded from the pledge of net revenue to be received from the State of Texas sales
taxes received by the CDC.

CDC Series 20128 Sales Tax Revenue Bonds

On August 23, 2012, Series 2012B Sales Tax Revenue Bonds were obtained by the CDC in the amount of
$1,655,000. Proceeds from the sale of the bonds are to be used for City of Anna parks and other open space
improvements. Debt service for the sales tax revenue bonds will be funded from the pledge of netrevenue to
be received from the State of Texas sales taxes received by the CDC.

NOTE G - LEASES

The City has entered into capital lease agreements for the purchase of vehicles and equipment. The
following is a schedule of the future minimum lease payments:

Year Ending
September 30, Groundmaster
2013 $ 21,925
Future minimum lease payments 21,925
Less: amount representing interest (1,500)
Present value of minimum lease payments $ 20,425
Cost of equipment § 70,758



NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
NOTE H - FUND BALANCES AND RESTRICTED NET ASSETS

Governmental-Type Fund Balances
The City anthorized the City Administrator to designate certain fund balances as assigned. Excluding

unassigned fund balances, the following describes the City’s fund balance classifications at September 30,
2012:

Restricted Fund Balances
All fund balances for the Capital Projects and Debt Service funds are restricted for the intended purpose of

these funds. Restricted Fund Balances of $356,686 for the General Fund represents assets restricted by law
or by agreements with third parties.

The following describes the various fund balance restrictions for the General Fund:

Impact fees for park improvements $ 246,478
Eastside Park improvements 26,095
Fire Department improvements 22,931
State Seizure funds held in trust 15,882
Impact fees for street improvements 15,031
Child safety programs 9,808
Municipal court building security 9,574
Court bond funds held in trust 5,452
Municipal court technology 1,556
Sweetwater Crossing funds held in trust 862
Law enforcement officer training fund 17

§ 356,686

Committed Fund Balances
The City Council has committed $110,894 of fund balance for 2013 revenue stabilization in the event of

budget shortfalls. This contingency amount must be expended in accordance with Section 7.08 of the Anna
City Charter.

Proprietary Fund Net Assets

Net assets are reported as restricted when there are limitations imposed on their use either through the
enabling legislation adopted by the City or through external restrictions imposed by creditors, grantors or
laws or regulations of other governments. At September 30, 2012, the City's proprietary fund net assets were
restricted for the following purposes:

e The Utility Fund has restricted deposits held in trust by GTUA in the amount of $2,048,323 that will
be used for water and sewer system capital improvements and repayment of contractual obligations.

» The Utility Fund has restricted net assets in the form of cash deposits and pooled investments totaling
$1,761,600 that will be used for water and sewer system capital improvements and debt service related
to such improvements.
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NOTE I - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS
Interfund balances at September 30, 2012 are as follows:

Due to/from other funds:

Receivable Fund Payable Fund Amount
General Water and Sewer 3 202,080
Water and sewer Capital Projects 17,999
Net internal balances: $ 184,081

NOTE J ~ RISK MANAGEMENT

The City 15 exposed to various risks of loss related to litigation, theft, property damage, errors and
omissions, injuries, and natural disasters. The City’s insurance is by membership in the Texas Municipal
League, a public entity risk pool operated by the Texas Municipal League Board for the benefit of
governmental units in Texas. Insurance in effect at September 30, 2012 is summarized as follows: Workers
compensation, general liability, automobile liability, personal property, law enforcement liability, and errors
and omissions. There were no significant reductions in insurance coverage from the prior year. Settled
claims for risks have not exceeded insurance coverage for the past four years.

NOTE K - SUBSEQUENT EVENTS

Subsequent events have been evaluated through the date of issuance which is the date of the auditor’s report,
and there is one subsequent event to disclose as follows:

Issuance of Series 2012, §4,210,000 Combination Tax and Revenue Certificates of Obligation
Dated December 20, 2012, these certificates of obligation were issued to fund water and sewer system
improvements. This issuance will increase the required debt service for the City’s Utility Fund as follows:

Totals
Fiscal Year
Ending Principal Interest
2014 $ - $ 167,096
2015 80,000 100,500
2016 80,000 99,300
2017 80.000 97,900
2018 80,000 96,300
2019-2023 445,000 455,513
2024-2028 1,130,000 384,125
2029-2033 2,315,000 148,312

$ 4,210,000 §$ 1,549,046
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City of Anna, Texas
Statement of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual - General Fund
For the Year Ended September 30, 2012

Variance with

Amended
Budget -
Original Amended Actual Positive
Budget Budget Amounts (Negative)
Revenues
Taxes:
Property $ 2,030,335 $ 2030335 $ 2,058963 % 28,628
Sales 460,000 494,000 522,840 28,840
Franchise 335,000 335,000 363,970 28,970
Building permits 81,000 350,000 493,692 143,602
Developer and impact fees - - 204,580 204,580
Intergovernmental 93,600 93,600 126,900 33,300
Court 137,975 01,300 08.446 6,646
Fire 82,500 57,000 50,935 (6,065)
Other development fees 41,500 43,051 45,634 2,583
Other revenue 36,968 36,968 26,844 (10,124)
Investment earnings 20,330 20,330 22,759 2,469
Police 15,800 37,300 21,604 {15,696)
Grants 25,000 20,657 14,918 (5,739}
Parks 3,000 3,000 10,295 7,295
Total revenues 3,363,008 3,613,041 4,062,420 449 379
Expenditures
Current:
Police 1,167,183 1,192,325 1,165,543 26,782
Administrative and general 811,351 862,652 848,049 13,703
Development and anirmal control 362,252 430,367 529,080 (98,713)
Fire 387,198 427,398 388,871 38,527
Streets 159,500 156,565 163,518 (6,953)
Parks 111,215 111,150 116,883 (5,733)
Ambulance 102,793 117,800 114,782 3,018
Court 39,168 89,168 82,055 7,113
Capital outlays: 174,600 284,683 273,255 11,428
Debt service:
Principal retirement 64,204 63,131 45,632 17,499
Interest expense 3,156 4,319 21,737 {17,418)
Total expenditures 3,432,710 3,739,558 3,750,305 (10,747)
Excess of revenues over (under) expenditures (69,702) (126,517 312,115 438,632
Other financing sources (uses)
Insurance proceeds - - 8,678 8,678
Transfers in (out) - - 18,968 18,968
Total other financing sources(uses) - - 27,646 27,646
Net changes in fund balance (69,702) (126,517) 339,761 466,278
Fund balance - beginning 2,306,489 2,306,489 2,306,489
Fund balances - ending $ 2,236,787 S 2,179,972 § 2,646,250

See independent anditor's report.
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REQUIRED SUPPLEMENTARY INFORMATION
SEPTEMBER 30, 2012

RETIREMENT SYSTEM -~ PENSION FUNDING DATA

The City provides pension benefits for all of its full-time employees through a nontraditional, joint
contributory, hybrid defined benefit plan in the statewide, Texas Municipal Retirement System (TMRS),
an agent multiple-employer public employee retirement system. TMRS issues stand-alone financial
reports annually and these can be obtained by request at the following address: TMRS, P.O. Box 149153,
Austin, Texas 78714-9153.

Benefits depend upon the sum of the employee’s contributions to the plan, with interest, and the City-
financed monetary credits, with interest. At the date the plan began the City granted monetary credits for
service rendered before the plan began of a theoretical amount equal to two times what would have been
contributed by the employee, with interest, prior to establishment of the plan. Monetary credits for
service since the plan began are a percent (100%, 150% or 200%) of the employee’s accumulated
contributions. In addition the City can grant as often as annually another type of monetary credit referred
to as an updated service credit which is a theoretical amount which, when added to the employer’s
accumulated contributions and the monetary credits for service since the plan began, would be the total
monetary credits and employee confributions accumulated with interest if the cumrent employee
contribution rate and City matching percent had always been in existence and if the employee’s salary
had always been the average of his/her salary in the last three years that are one year before the effective
date. At retirement, the benefit is calculated as if the sum of the employee’s accumulated contributions
with interest and the employer-financed monetary credits with interest were used to purchase an annuity.
The plan provisions are adopted by the governing body of the City within options available in the statutes

governing TMRS and within the actuarial constraints also in the statutes. Plan provisions for the City
were as follows:

Deposit Rate: 7%

Matching Ratio (City to Employee): 2 to 1

Member Vested After: 5 years of service

Retirement Eligibility: Minimum age 60 with 5 years of service

Any age with 20 years of service
Contributions

Under the state law governing TMRS, the actuary annually determines the City contribution rate, This
rate consists of the normal cost contribution rate and the prior service cost contribution rate, both of
which are calculated to be a level percent of payroll from year to year. The normal cost contribution rate
finances the currently accruing monetary credits due to the City matching percent, which are the
obligation of the City as of an employee’s retirement date, not at the time the employee’s contributions
are made. The normal cost contribution rate is the actuarially determined percent of payroll necessary to
satisfy the obligation of the City to each employee at the time his/her retirement becomes effective. The
prior service contribution rate amortizes the unfunded (overfunded) actuarial liability (asset) over the
remainder of the plan’s 25-year amortization period. The unit credit actuarial cost method is used for
determining the City contribution rate. Both the employees and the City make contributions monthly.
Since the City needs to know its contribution rate in advance for budgetary purposes, there is a one-year
delay between the actuarial valuation that serves as the basis for the rate and the calendar year when the
rate goes into effect. (i.e. December 31, 2011 valuation is effective for rates beginning January 1, 2012).
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RETIREMENT SYSTEM — PENSION FUNDING DATA (continued)

Funding Status and Prooress

Even though the substance of the City’s plan is not to provide a defined benefit in some form, additional
disclosure is appropriate due to the nontraditional nature of the defined contribution plan which had an
initial unfunded pension benefit obligation to the monetary credits granted by the City for services
rendered before the plan began and which can have additions to the unfunded pension benefit obligation
through the periodic adoption of increases in benefit credits and benefits. Statement No. 5 of the
Governmental Accounting Standards Board (GASB 5) defines pension benefit obligation as a
standardized disclosure measure of the actuarial present value of pension benefits, adjusted for the effects
of projected salary increases, estimated to be payable in the future as a result of employee service to date.
The measure is intended to help users assess the funding status of public employee pension plans, assess
programs made in accumulating sufficient assets to pay benefits when due and make comparisons among
public employee pension plans.

The pension benefit obligation shown below is similar in nature to the standardized disclosure measure
required by GASB 5 for defined benefit plans except that there 1s no need to project salary increases since
the benefit credits earned for service to date are not dependent upon future salaries. The calculations were
made as part of the actuarial valuation as of December 31, 2011.

Schedule of Actuarial Liabilities and Funding Progress (in thousands)

Actuarial Valuation Date 12/31/2011  12/31/2010 12/31/2009  12/31/2008  12/31/2007
Value of Assets $§ 1,808 § 1362 § 908 § 622 % 407
Accrued Liability 2,921 2,557 1,829 1,467 1,029
(Unfunded) Accrued Liability $ (L113) $ (1,195) § (921) § (845) % (622)
Percentage Funded 61.9% 53.3% 49.6% 42.4% 39.6%
Annual Covered Payroll § 2,124 § 1982 § 1,655 § 1,607 § 1,283
Ratio of Unfunded to Annual

Covered Payroll 52.4% 60.3% 55.6% 52.6% 48.5%
Financial Year Ended September 30, 2012 2011 2010 2009 2008
Contributions Made $ 234§ 247 % 203§ 156 % 129
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RETIREMENT SYSTEM — PENSION FUNDING DATA (continued)

Actuarial Information (December 31. 2011)

Actuarial Cost Method Projected Unit Credit
Amortization Method Level Percent of Payroll
Remaining Amortization Period 28.2 Years — Closed Period
Amortization Period for new gains
and losses 30 years

Asset Valuation Method 10-year smoothed market
Investment Rate of Return 7.5%
Projected Salary Increase Varies by Age and Service
Includes Inflation At 3.0%
Cost-of-Living-Adjustments 2.1%
City-specific Assumptions:

Payroll growth assumption 3.0%

Supplemental Death Benefits Fund (SDBF)

The City contributes to the SDBF at a contractually required rate as determined by an annual actuarial
valuation. The rate is equal to the cost of providing one-year term life insurance. The funding policy for
the SDBF program is to assure that adequate resources are available to meet all death benefit payments

for the upcoming year; the intent is not to pre-fund retiree term life insurance during employees’ eniire
careers.

The City’s contributions to the TMRS SDBF for the years 2012, 2011, 2010, 2009, and 2008 were

$2,454, $2,807, $2,814, $2,571, and $2,052 respectively, which equaled the required contributions each
year.
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and Company PLLC

Certified Public Accountants

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

March 26, 2013

To the City Council of the
City of Anna, Texas

We have audited the financial statements of the City of Anna, Texas (the “City”) as of and for
the year ended September 30, 2012, and have issued our report thereon dated March 26, 2013.
We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the City’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the City’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness 1s a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies in
internal control over financial reporting that might be deficiencies, significant deficiencies, or
material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above. However, we identified a
deficiency in internal control over financial reporting that we consider to be a significant
deficiency in internal control over financial reporting. A significant deficiency is a deficiency, or
a combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.
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Preparation of Financial Statements

The City does not prepare its own full-disclosure financial statements as required by generally
accepted accounting principles. This could impact the City’s ability to report financial data
reliably such that there is more than a remote likelihood that a misstatement of the City’s
financial statements that is more than inconsequential will not be prevented or detected.

Management’s Response: Management agrees with auditor’s comments and the City will
continue to annually weigh the benefit of preparing its own full-disclosure financial statements
versus the cost of doing so.

Compliance and Qther Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

This report is intended solely for the information and use of management, the City Council,
others within the entity, and appropriate state and federal agencies, and is not intended to be and
should not be used by anyone other than these specified parties.
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Tom Bean, Texas
March 26, 2013
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